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FINANCIAL RESULTS 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Tesma International Inc. (Tesma or the Company) designs, engineers, tests and manufactures technologically-advanced powertrain 
(engine, transmission and fuel) components, modules and systems for the global automotive industry. Employing 4,500 skilled 
and motivated people in 22 manufacturing and 2 research facilities located in North America, Europe and Asia-Pacific, Tesma is 
leveraging its leading-edge technology, high-quality products and strong customer relationships to generate industry-leading sales 
growth and superior financial performance. 

The following management’s discussion and analysis of the consolidated operating results and financial position of Tesma for 
the years ending July 31, 2001 and 2000 should be read in conjunction with the accompanying consolidated financial statements 
and notes thereto. 


OVERVIEW 
Fiscal 2001 was another year of strong revenue growth for Tesma, as it capitalized on a number of trends impacting the global 
automotive industry including globalization, production outsourcing, increased vehicle modularization and major industry 
consolidation. However, a significant decline in North American vehicle production during the year, combined with slow growth in 
European production, affected topline growth and resulted in most major customers seeking pricing concessions from their 
suppliers, including Tesma, which negatively impacted profitability. 

To maintain its track record of strong growth and financial performance, Tesma will expand its production of modules and 
systems by focusing on value added, highly engineered and proprietary products, continue to innovate through advanced R&D 
programs, build on its strong customer relationships and pursue international growth opportunities through strategic acquisitions, 
internal growth and production efficiencies. 


RESULTS OF OPERATIONS 


SALES 

2001 2000 Change 
North America S$ 948.3 $ 883.3 +7% 
Europe 219.7 208.8 +5% 
Asia-Pacific 45.6 — 42.7 +7% 
Intersegment (11.5) (7.0) 


Total external sales $ 1,202.1 Se 4127.8 +7% 


Consolidated sales increased 7% to a record $1.202 billion in fiscal 2001. North American sales rose 7%, while sales increased 5% 
in Europe. Tesma’s strong growth compares to overall North American industry vehicle production that declined 12% to 14.4 million 
units from 16.4 million in fiscal 2000 and a modest 1% increase to 16.8 million units in Europe. 

The increase in North American sales reflects higher volumes and content on the new Vortec 4200 engine used in the recently 
introduced General Motors (GM) SUV family, the GM L850 engine program and Ford’s Modular V8 engine program. In addition, the 
continuing ramp up of the Allison LCT transmission program, the launch and ramp up of many water management programs at our 
Blau Autotec facility, the GM 1/2 accumulator cover business at our new Cape Breton facility, increased volumes on certain 
tensioner and alternator decoupler programs, increased exports to Europe, higher tooling sales and a stronger U.S. dollar 
contributed to the sales growth, offset by the significant decrease in North American vehicle production volumes and pricing 
concessions to various OEM (Original Equipment Manufacturer) customers. North American sales represented 78% of total sales 
in fiscal 2001 compared to 77% the prior year. 

All five of Tesma’s European manufacturing facilities experienced higher sales in fiscal 2001, fueled by the overall higher vehicle 
production in the European market and strong demand for service and aftermarket parts. However, sales were negatively impacted 
by approximately $17.7 million due to the weakening of the Euro relative to the Canadian dollar. Europe represented 18% of total 


sales in fiscal 2001 compared to 19% in the prior year. 


FINANCIAL RESULTS 


Increased sales at Tesma’s two South Korean facilities are primarily the result of the launch of new programs for GM and 
Volkswagen, both of which are new customers for these operations, a new limited edition water pump for Ford and the resumption 
of vehicle production at the Renault-Nissan assembly facility in South Korea. This growth was somewhat offset by declining North 
American vehicle volumes and a weakening of the Korean Won relative to the Canadian dollar. These sales represented 4% of total 
sales in both fiscal 2001 and the prior year. 

The 37% increase in tooling and other sales reflects Tesma’s ongoing involvement in new customer programs and product 
launches and the continued expansion of its product offerings. 

During fiscal 2001, the net impact of fluctuations in foreign currencies was a decrease in sales of approximately 2% (3% 
decrease in fiscal 2000), primarily as a result of the decrease in the value of the Euro relative to the Canadian dollar. Based on the 
relative strengths of the Euro, Korean Won and the U.S. dollar versus the Canadian dollar thus far in fiscal 2002, management 
expects currency fluctuations will have a minimal impact on sales this year. 

Sales to North American customers increased 7% to $831.1 million versus $776.1 million in fiscal 2000, representing 69% of 
consolidated sales. Tesma’s North American content per vehicle increased 19% to over $52 from $44 a year ago. Despite the 
weakness of the Euro, sales to European-based customers grew 7% to $321.5 million versus $301.8 million in fiscal 2000, 
representing 27% of consolidated sales. European content per vehicle increased by approximately 12% to €13 versus €11 a year 
ago. Sales to Asia-Pacific customers declined by 8% to $31.1 million in fiscal 2001 versus $33.9 million in fiscal 2000, representing 
approximately 3% of consolidated sales. Although Tesma faced a difficult economic environment in South America, sales to 
customers in this region rose by 17% to $18.4 million and accounted for approximately 1% of Tesma’s consolidated sales. 

Sales to GM, Ford, DaimlerChrysler and the Volkswagen group, Tesma’s four largest customers, were 76% of total sales, 
consistent with the prior year. GM represented 40% of consolidated sales compared to 38% in fiscal 2000; however, this percentage 
represents sales to all GM operations around the world. No single product accounted for more than 10% of Tesma’s consolidated 
sales in 2001 or 2000. Approximately 14% of Tesma’s consolidated sales represented a number of products produced for GM’s 
GENIII engine program. 

On a product line basis, Engine Technologies sales increased to $839 million versus $820 million a year ago and accounted for 
70% of consolidated sales versus 73% a year ago. The growth was a result of increased sales in the water pump and die casting 
businesses in North America, the continued launch of plastic water management products in the North American market and an 
increase in service and aftermarket sales in Europe. 

Sales of Transmission Technologies products rose 21% to $291 million from $240 million a year ago and represented 24% of 
total sales compared to 21% last year. The increase is primarily due to the ramp up of flow-formed rotating clutch housings for the 
Allison LCT transmission, the GM 1/2 accumulator at the Cape Breton facility and the launch of the Company’s first one-piece 
damper assembly for Ford. 

Fuel Technologies sales increased by 6% to $72 million from $68 million in fiscal 2000 despite a significant weakening of the 


Euro relative to the Canadian dollar, as most of this group’s operations are located in Europe. Fuel Technologies sales represented 
6% of consolidated sales in both years. 


GROSS MARGIN 


2001 2000 Change 
Sales S 1,202.1 $ 1,127.8 +7% 
Cost of goods sold 931.9 857.8 +9% 


Gross margin percentage 22.5% 23.9% -6% 
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Gross margin as a percentage of sales declined 6% in fiscal 2001 to 22.5% versus 23.9% a year ago. The positive impact of improved 
operating efficiencies at certain facilities and growth in content per vehicle in both North America and Europe was more than offset 
by the significant decline in North American vehicle production volumes, high operating costs at two facilities which launched 
several new programs, customer pricing concessions and a record level of low margin tooling sales. 

Gross expenditures on R&D in fiscal 2001 were $18.9 million, slightly lower than the prior year. Customer and government 
funding and tax credits reduced net R&D expenses to $12.4 million, a 13% decrease over the prior year. Spending on R&D amounted 
to 15% of profit before tax in fiscal 2001, exceeding Tesma’s Corporate Constitution requirement of investing no less than 7% of its 
profit before tax in R&D. 


OPERATING INCOME 


2001 2000 Change 
Gross margin S 270.2 $ 270.0 - 
less: 
Depreciation and amortization 51.6 43.5 +19% 
Selling, general and administrative 77-4 76.3 +1% 
Interest, net a7; BI -48% 
Affiliation fees and other charges 15.3 oie ee} +15% 
Operating income S$ 124.2 $433.6 -7% 


Operating income decreased by 7% to $124.2 million in fiscal 2001 versus $133.6 million in fiscal 2000. The increase in gross margin 
and the reduction in financing costs were more than offset by higher non-cash charges for depreciation and amortization, increased 
affiliation and other charges paid to Magna International Inc. (Magna) and increased selling, general and administrative (S, G & A) costs. 

Operating income at Tesma’s North American operations decreased 11% to $103.6 million or 83% of consolidated operating 
income versus $116.1 million and 87% in fiscal 2000. Tesma’s European operations contributed $17.2 million or 14% of consolidated 
operating income versus $14.9 million or 11% of consolidated operating income a year ago. The Asia-Pacific and South American 
operations contributed $3.4 million in 2001 versus $2.5 million a year ago. 

S, G & A expenses increased to $77.4 million or 6.44% of sales in fiscal 2001 versus $76.3 million or 6.77% in fiscal 2000. 

S, G & A in fiscal 2001 included a non-recurring foreign exchange translation loss of $3.4 million relating to the distribution of 
retained earnings from German operations that was necessary to obtain income tax refunds of $9.4 million. Excluding the impact 

of these translation losses, S, G & A expenses declined by 3% in 2001 to $74.0 million or 6.16% of sales from $76.3 million 

or 6.77% of sales in fiscal 2000. The decrease in these costs was attributable to slightly lower wages and salaries, reduced 
incentive-based compensation, transactional foreign exchange gains versus losses in fiscal 2000 and the translation of the expenses 
of our European facilities at lower rates of exchange in fiscal 2001. 

Depreciation and amortization expense increased by 19% to $51.6 million or 4.3% of sales in fiscal 2001 from $43.5 million or 
3.9% of sales in fiscal 2000. The increase is due primarily to a 19% increase in capital investments in fiscal 2001. Amortization 
expense of $1.7 million in 2001 and $1.6 million in fiscal 2000 represents the amortization of goodwill on past acquisitions. 

Net interest expense declined to $1.7 million in fiscal 2001 compared to $3.3 million in fiscal 2000 due to lower levels of net 
indebtedness during the first half of fiscal 2001 and lower rates of interest on the majority of the Company’s operating lines of credit. 
Under a five-year affiliation agreement with Magna effective August 1, 1997, Tesma pays Magna a fee of 1% of its reported 
consolidated net sales. Under a separate agreement, Tesma also pays Magna a fee based on a specified percentage of pretax profits 

representing a contribution to social and charitable programs pursuant to Tesma’s Corporate Constitution allocating up to 2% of 
pretax profits before profit sharing for social responsibility. Other charges payable to Magna are negotiated annually and are based 
on the level of specific benefits and services provided. Total fees to Magna increased by 15% to $15.3 million in fiscal 2001 from 
$13.3 million in fiscal 2000 due to the increase in Tesma’s sales in the year and new services provided by Magna that include 

WAN connectivity and access to Magna’s management and technical training schools. 
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NET INCOME 


2001 2000 Change 

Operating income S$ 124.2 $ 133.6 -7% 
Income taxes 35-4 48.7 -27% 
Net income attributable to Class A 

Subordinate Voting Shares and Class B Shares S 88.8 $ 84.9 +5% 
Earnings per Class A Subordinate Voting Share or Class B Share 

Basic S 3-04 $ 2.95 +3% 

Fully diluted S 3.00 $ 2.90 +3% 
Average number of shares outstanding (millions) 

Basic 29.2 28.8 +1% 

Fully diluted 29.6 29.3 +1% 


Tesma’s effective income tax rate decreased substantially to 28.5% in fiscal 2001 versus 36.5% a year ago. Significantly 
impacting the effective tax rate in fiscal 2001 was the distribution of certain tax pools of retained earnings from two German 
subsidiaries. As a result, the Company recorded a $9.4 million recovery of prior year’s income taxes in the fourth quarter of 
2001. These recoveries are both one-time events that are not expected to recur in future periods. On a normalized basis 
(excluding the $9.4 million tax recovery and related translation loss), the effective income tax rate in fiscal 2001 was 35.1%. 

The significant drop in Tesma’s effective income tax rate more than offset the drop in operating income for the year and as 
a result, Tesma’s net income attributable to Class A Subordinate Voting Shares and Class B Shares increased by 5% to a record 
$88.8 million in fiscal 2001 compared to $84.9 million in fiscal 2000. 

Effective in fiscal 2001, Tesma has retroactively adopted the Canadian Institute of Chartered Accountants’ new 
recommendations for the calculation and presentation of basic and fully diluted earnings per share. Basic earnings per share 
continue to be calculated using the weighted average number of shares outstanding during the year. Fully diluted earnings 
per share are now calculated using the treasury stock method to determine the dilutive effect of stock options. 

On a fully diluted basis, earnings per Class A Subordinate Voting Share or Class B Share increased 3% to $3.00 from 
$2.90. Basic earnings per Class A Subordinate Voting Share or Class B Share also increased by 3% to $3.04 from $2.95 in fiscal 
2000. The increase in basic shares outstanding was due to the exercise of stock options in fiscal 2001. 


FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCES 


Cash provided from (used for): 2001 2000 Change 
Operating activities S 73-5 $ 147.2 
Investing activities (99.4) (81.0) 
Financing activities (21.6) (0.2) 
Effect of exchange rate changes on cash 0.1 (1.5) 
Net increase (decrease) in cash S (47.4) 64.5 -174% 


Cash balances at July 31, 2001, net of bank indebtedness, were $51.0 million versus $92.9 million a year earlier. The decrease 
was a result of investing in non-cash working capital, an increase in capital expenditures, the payment of dividends, the net 


repayment of debt and the surrender of stock options, offset by cash provided from operations and proceeds on the issuance 
of Class A Subordinate Voting Shares on the exercise of stock options. 
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OPERATING ACTIVITIES 


2001 2000 Change 
Net income S 88.8 $ 84.9 
Items not involving current cash flows 45.1 51.7 
Cash provided from operations 133.9 136.6 -2% 
Net change in non-cash working capital (60.4) 10.6 
Cash provided from operating activities $ 73-5 $ 147.2 -50% 


Cash provided from operations, before the effect of changes in non-cash working capital, decreased by 2% to $133.9 million in 
fiscal 2001 versus $136.6 million in fiscal 2000 due primarily to the booking of $9.4 million in recoverable future income taxes 
in the fourth quarter of fiscal 2001. Cash provided from operating activities decreased to $73.5 million in fiscal 2001 due to 
increased investments in non-cash working capital resulting from a record level of sales, the final payment of fiscal 2000 
income taxes, a change in payment dates by a key customer and an increase in inventory levels. 


INVESTING ACTIVITIES 


2001 2000 Change 
Capital asset additions S (97.6) $ (81.9) +19% 
Other asset increases (1.4) (Gee) 
Purchase of subsidiaries, net of cash (0.8) (0.8) 
Proceeds from asset disposais 0.4 Re) 
Cash used for investing activities S$ (99.4) $ (81.0) +23% 


In 2001, investment spending increased by 23% to $99.4 million, net of proceeds from dispositions, compared to $81.0 million 
in fiscal 2000. Cash spent on capital assets increased by 19% to $97.6 million compared to $81.9 million last year, and includes 
the purchase and upgrading of the Company’s second facility in Cape Breton, Nova Scotia, the completion of the facility in 
Sinabelkirchen, Austria, the expansion of the Aurora facility and the purchase of equipment to support new production 
programs. In both fiscal 2001 and fiscal 2000, the $0.8 million paid on the purchase of subsidiaries relates to earnout 
payments on the fiscal 1999 Sterling Heights acquisition. 

Capital spending in fiscal 2002 is expected to be approximately $150 million, primarily to support newly awarded 
production contracts, to build or expand manufacturing facilities and to construct the Company’s new head office. Management 
expects that cash balances on hand, existing unutilized credit facilities and internally generated funds from operations will be 
sufficient to meet all planned cash requirements for fiscal 2002. 


FINANCING ACTIVITIES 


2001 2000 
Increase (decrease) in bank indebtedness S (3.4) $ 19.3 
Issues of long-term debt 8.8 1.4 
Repayments of long-term debt (9.8) (7.6) 
Issuance of Class A Subordinate Voting Shares 1.8 5.6 
Surrender of stock options (0.4) (3.2) 
Dividends (18.6) (15.7) 


Cash used for financing activities S (21.6) $ (0.2) 
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Funds used to repay advances on operating lines of credit were $3.4 million in fiscal 2001 versus $19.3 million advanced under 
the Company’s operating lines of credit in fiscal 2000. During fiscal 2001, Tesma’s Asian subsidiary repaid $17.8 million on its 
main operating line and obtained a new $4.7 million operating line at more favourable interest rates. The net repayment of 
Asian borrowings was partially offset by increases in Canadian bank indebtedness and increased borrowings at the Company’s 
Austrian subsidiary. 

In fiscal 2001, the Company received $8.8 million in government-assisted loans, primarily in Austria, to assist in the 
financing of a new manufacturing, engineering and technical training centre in Sinabelkirchen. These loans are at low interest 
rates and require certain Company subsidiaries and divisions to maintain specified levels of employment and to spend an 
agreed upon amount on capital assets. In fiscal 2000, the Asian operations completed a $1.4 million financing for the 
acquisition of certain manufacturing equipment. 

The repayments of long-term debt in fiscal 2001 include scheduled payments and the early repayment of $3.2 million of 
long-term debt by the Asian operation using newly negotiated operating lines of credit. Tesma’s ratio of long-term debt to total 
capitalization was a conservative 0.15:1 as at the end of fiscal 2001, an improvement over 0.17:1 in fiscal 2000. 

During fiscal 2001, the Company issued 142,600 Class A Subordinate Voting Shares for consideration of $1.8 million on 
the exercise of stock options versus 532,000 shares issued for consideration of $5.6 million in fiscal 2000. During fiscal 2001, 
a former officer of the Company exercised 73,000 stock appreciation rights (SARs) and surrendered the underlying stock 
options for proceeds of $0.6 million, resulting in a $0.4 million charge, net of income taxes, to retained earnings. In fiscal 2000, 
the CEO of the Company exercised 325,000 SARs and surrendered the underlying stock options for the purchase of Class A 
Subordinate Voting Shares for proceeds of $5.0 million resulting in a $3.2 million net charge to retained earnings. 

Tesma’s Corporate Constitution requires the payment of dividends of at least 20% of after-tax profits (after providing for 
any preference share dividends) on a rolling three-year basis. Dividends of $18.6 million (64 cents per share) were paid on the 
Class A Subordinate Voting Shares and Class B Shares in 2001 versus $15.7 million (57 cents per share) in fiscal 2000. 


SHAREHOLDERS’ EQUITY 
During fiscal 2001, shareholders’ equity increased by 18% or $67.0 million over July 31, 2000. The book value per Class A 
Subordinate Voting Share or Class B Share increased by 18% to $14.84 from $12.60. The issuance of shares and the net 
earnings for fiscal 2001 added $90.6 million to shareholders’ equity, offset by dividends paid of $18.6 million and the net cash 
payment on the surrender of stock options. In addition, on August 1, 2000 the Company adopted the Canadian Institute of 
Chartered Accountants new recommendations for the accounting and disclosure of income taxes. The new recommendations 
were adopted prospectively without restating the financial statements of prior periods. Accordingly, the Company recorded a 
cumulative adjustment of $3.9 million to retained earnings as a result of adopting the liability method of tax allocation. 

The decrease in the cumulative currency translation adjustment account represents the unrealized decrease in value of 
Tesma’s net investment in its foreign subsidiaries net of the realized loss of $3.4 million resulting from the reduction in net 
investment of certain German operations because of a dividend distribution in fiscal 2001. 


FOREIGN CURRENCY ACTIVITIES 


Tesma’s operations negotiate sales contracts and purchase materials, equipment and labour generally in the currency resident 
in the region in which the operation is located. Tesma’s foreign currency cash flows for the purchase of materials and capital 
equipment denominated in foreign currencies are naturally hedged when contracts to deliver certain products are also denominated 
in those foreign currencies. In an effort to manage the remaining exposure, Tesma employs hedging programs primarily through 
the use of foreign exchange forward contracts that extend through the expected duration of the underlying production programs. 
The amount and timing of forward contracts is dependent upon a number of factors including the anticipated production 
delivery schedules, anticipated customer payment dates and anticipated product costs, which may be paid in foreign 
currencies. Tesma is exposed to credit risk from the potential default by counterparties on its foreign exchange forward contracts, 
but mitigates this risk by dealing with only those counterparties considered to be high quality credits. Despite these measures, 
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significant long-term movements in relative currency values could affect Tesma’s results of operations. In particular, Tesma’s 
results of operations may be adversely affected by a strengthening of the Canadian dollar against the U.S. dollar and Euro. In 
addition, Tesma does not hedge the business activities of self-sustaining foreign subsidiaries, and accordingly, Tesma’s results 
of operations could be further affected by a significant change in the relative values of the Canadian dollar, U.S. dollar, Euro, 
Swiss Franc or Korean Won. 

In addition, many of Tesma’s European customers have converted their functional and transactional currency to the Euro. 
Where necessary, Tesma’s relevant systems have been modified to accommodate the Euro in addition to maintaining certain 
historic legacy currencies. Any remaining relevant systems will be modified as necessary over the period to December 31, 2001. 
Based on the Company’s current assessment, the Euro conversion and elimination of legacy currencies is not expected to have 
a material adverse impact on the results of operations or financial condition of Tesma. 


OUTLOOK 
Management anticipates that its results will continue to be impacted by the current negative conditions affecting the automotive 
industry, including production cut-backs, OEM price concessions under long-term agreements, the continued weakness of the 
Euro, declining consumer confidence and general economic uncertainty. However, management expects that its strong market 
position and the execution of its growth strategies will result in another year of sales growth in fiscal 2002. Based on information 
currently available, management anticipates that OEM North American vehicle production in fiscal 2002 will be approximately 
16.1 million units (including Mexico), a decline of 2% over the prior year and 16.2 million units in Europe, a 4% decline. Based on 
these estimated production volumes, management believes sales should grow by approximately 10% to 12% in fiscal 2002. 


OTHER DEVELOPMENTS 
On May 17, 2001, Tesma and its controlling shareholder, Magna, jointly announced that they had entered into a non-binding letter 
of intent concerning the proposed combination of Tesma with the Magna Steyr group. The proposed transaction is subject to a 
number of conditions including review and recommendation by Tesma’s Special Committee of independent directors, approval by 
the Boards of Directors of both Tesma and Magna, regulatory approval and the approval of a majority of Tesma’s Class A 
Subordinate Voting shareholders. 


RISKS AND UNCERTAINTIES 
The previous discussion (and other information contained in this annual report) contains statements which, to the extent that 
they are not recitations of historical fact, may constitute “forward-looking statements” within the meaning of Section 21E of 

the Securities Exchange Act of 1934. The words “estimate”, “anticipate”, “believe”, “expect” and similar expressions are 
intended to identify forward-looking statements. Persons reading this annual report are cautioned that such statements are 
only predictions and that actual events or results may differ materially. In evaluating such forward-looking statements, readers 
should specifically consider the various factors which could cause actual events or results to differ materially from those 
indicated by such forward-looking statements. 

Such forward-looking information involves important risks and uncertainties that could materially alter results in the future 
from those expressed or implied in any forward-looking statements made by, or on behalf of, Tesma. These risks and 
uncertainties include, but are not limited to, changes in the various economies in which Tesma operates, our relationship with 
Magna, fluctuations in interest rates, environmental emission and safety regulations, fuel prices and the extent of OEM 
outsourcing, industry cyclicality, trade and labour disruptions, pricing concessions and cost absorptions, warranty, recall and 
product liability assumption, delays in program launches, dependence on certain engine and transmission programs and major 
OEM customers, currency exposure, technological developments by Tesma’s competitors, governmental, environmental and 
regulatory policies and changes in the competitive environment in which Tesma operates. 
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MANAGEMENT’S RESPONSIBILITY 
FOR FINANCIAL REPORTING 


Tesma’s management is responsible for the preparation and presentation of the consolidated financial statements and all other 
information in this Annual Report. The consolidated financial statements were prepared by management in accordance with 
generally accepted accounting principles, and, where appropriate, reflect estimates based upon the judgment of management. 
Where alternative accounting methods exist, management has selected those that it considered to be the most appropriate in the 
circumstances. Financial information presented elsewhere in this Annual Report has been prepared by management on a basis 
consistent with the consolidated financial statements. The consolidated financial statements have been reviewed by the Audit 
Committee and approved by the Board of Directors of Tesma. 

Management is responsible for the development and maintenance of systems of internal accounting and administrative controls 
of high quality, consistent with reasonable cost. Such systems are designed to provide reasonable assurance that the financial 
information is accurate, relevant and reliable, and that Tesma’s assets are appropriately accounted for and adequately safeguarded. 

Tesma’s Audit Committee is appointed by the Board of Directors and is completely comprised of outside directors. The 
Committee meets periodically with management, as well as with the independent auditors, to satisfy itself that each is properly 
discharging its responsibilities, to review the consolidated financial statements and the independent Auditors’ Report and to 
discuss significant financial reporting issues and auditing matters. The Audit Committee reports its findings to the Board of 
Directors for consideration when approving the consolidated financial statements for issuance to the shareholders. 

The consolidated financial statements have been audited by Ernst & Young LLP, the independent auditors, in accordance with 
generally accepted auditing standards on behalf of the shareholders of Tesma. The Auditors’ Report outlines the nature of their 
examination and their opinion on Tesma’s consolidated financial statements. The independent auditors have full and unrestricted 
access to the Audit Committee. 


Toronto, Canada 


September 13, 2001 


Anthony E. Dobranowski James L. Moulds 


Executive Vice President and Chief Financial Officer Vice President, Finance and Controller 


AUDITORS’ REPORT 


To the Shareholders of Tesma International Inc. 


We have audited the consolidated balance sheets of Tesma International Inc. as at July 31, 2001 and 2000 and the consolidated 
statements of income and retained earnings and cash flows for each of the years in the three-year period ended July 31, 2001. 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatements. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at July 31, 2001 and 2000 and the results of its operations and its cash flows for each of the years in the three-year 
period ended July 31, 2001 in accordance with Canadian generally accepted accounting principles. 


Gant ¥ att 
Toronto, Canada 


August 31, 2001 Chartered Accountants 
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CONSOLIDATED FINANCIAL STATEMENTS 


SIGNIFICANT ACCOUNTING POLICIES 


(a) Basis of Presentation 
The consolidated financial statements of Tesma International Inc. and its subsidiaries (the Company) have been prepared 
in Canadian dollars following Canadian generally accepted accounting principles. These principles are also in conformity, 
in all material respects, with accounting principles generally accepted in the United States, except as described in 


Note 19 to the consolidated financial statements. 


— 
oO 
i) 


Principles of Consolidation 
The consolidated financial statements include the accounts of the Company and its subsidiaries. The Company accounts 
for its interests in jointly controlled entities using the proportionate consolidation method. All significant intercompany 


balances and transactions have been eliminated. 


(c) Use of Estimates 
The preparation of consolidated financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements 
and accompanying notes. Management believes that the estimates utilized in preparing its consolidated financial statements 
are reasonable and prudent; however, actual results could differ from these estimates. 

(d) Cash and Cash Equivalents 
Cash and cash equivalents include cash on account, demand deposits and short-term investments with original maturities 
of three months or less. Cost approximates fair value. 

(e) Inventories 


Inventories are valued at the lower of cost and net realizable value, with cost being determined substantially on a first-in, 
first-out basis. Cost includes the cost of materials plus direct labour applied to the product and the applicable share of 


manufacturing overhead. 


(f) Capital Assets 
Capital assets are recorded at historical cost, including interest capitalized on construction in progress, less related 
investment tax credits and government grants. 
Depreciation is provided on a straight-line basis over the estimated useful lives of capital assets (including those 
under capital leases) at annual rates of 2 1/2% to 5% for buildings, 7% to 10% for general purpose equipment and 10% to 


30% for special purpose equipment. 


Other Assets 
Goodwill represents the excess of the purchase price of the Company’s interest in subsidiary companies over the fair 


—_ 
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value of the underlying net identifiable assets arising on acquisitions. Goodwill is generally amortized over 10 to 20 years 
and in all cases the amortization period does not exceed 4o years. Goodwill is evaluated in each reporting period to 
determine if there were events or circumstances which would indicate a possible inability to recover the carrying amount. 


Such evaluation is based on various analyses including profitability projections and undiscounted future cash flows. 
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Costs incurred in establishing new facilities which require substantial time to reach commercial production capability 
are capitalized as deferred preproduction costs. Amortization is provided over periods up to five years from the date 
commercial production is achieved. 


The Company accounts for its investments in which it has significant influence on the equity basis. 


Revenue Recognition 
Revenue from the sale of manufactured products is recognized when measurable, upon shipment to (or receipt by 
customers depending on contractual terms), and acceptance by, customers. Revenues from separately priced engineering 


services and tooling contracts are recognized on a percentage of completion basis. 


Government Financing 

The Company makes periodic applications for financial assistance under available government assistance programs in the 
various jurisdictions in which the Company operates. Grants relating to capital expenditures are reflected as a reduction of 
the cost of the related assets. Grants and tax credits relating to current operating expenditures are recorded as a reduction 
of expense at the time the eligible expenses are incurred. The Company also receives loans which are recorded as liabilities 


in amounts equal to the cash received. 


Research and Development 

The Company carries out various applied research and development (R&D) programs, certain of which are partially or fully 
funded by governments or by customers of the Company. Funding received is accounted for using the cost reduction 
approach. Research costs are expensed as incurred. Development costs are expensed as incurred, but would not be 


expensed if they meet the criteria under generally accepted accounting principles for deferral and amortization. 


Foreign Exchange 

Assets and liabilities of foreign subsidiaries and investees, all of which are self-sustaining, are translated using the 
exchange rate in effect at the end of the year and revenues and expenses are translated at the average rate during the 
year. Exchange gains or losses on translation of the Company’s net equity investment in these foreign subsidiaries and 
investees are deferred as a Separate component of shareholders’ equity. The appropriate amounts of exchange gains or 
losses accumulated in the separate component of shareholders’ equity are reflected in income when there is a reduction 
in the Company’s investment in these subsidiaries and investees as a result of capital transactions. 

Foreign exchange gains and losses on transactions occurring in a currency different than an operation’s functional 
currency are reflected in income except for gains and losses on foreign exchange forward contracts used to hedge specific 
future commitments in foreign currencies. Gains or losses on these contracts are accounted for as a component of the 
related hedged transaction. Gains or losses on translation of foreign currency long-term monetary liabilities are deferred 
and amortized over the period to maturity. 


Income Taxes 
Effective August 1, 2000, the Company adopted the Canadian Institute of Chartered Accountants new recommendations for 
the accounting and disclosure of income taxes. 

The Company has adopted the new recommendations prospectively without restating the financial statements of any 
prior periods. Accordingly, the Company has recorded a cumulative adjustment as a result of adopting the liability method 
of tax allocation as a decrease in retained earnings of $3.9 million and an increase in future tax liabilities of $3.9 million. 

Under the liability method of tax allocation, future tax assets and liabilities are determined based on differences 


between the financial reporting and tax bases of assets and liabilities and are measured using the substantively enacted 
tax rates and laws that will be in effect when the differences are expected to reverse. 
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(m) Stock-Based Compensation 


(n) 


(0) 


The Company has two stock-based compensation plans which are described in Note 10. Compensation expense is recorded 
under the non-employee director share-based compensation plan as described in Note 10 [c]. No compensation expense is 
recognized under the incentive stock option plan when stock options are granted to employees or directors, as they have 
no intrinsic value. Consideration paid by employees or directors on the exercise of stock options is credited to Class A 


Subordinate Voting Shares. 


Post Retirement Medical Benefits 

Effective August 1, 2000, the Company introduced a defined benefit post retirement medical benefits plan covering eligible 
employees and retirees. The cost of post retirement medical benefits is determined using the projected benefit method 
prorated based on employment services and is expensed as employment services are rendered. Past service costs arising 


upon introduction of the plan are being amortized to income over the employees’ expected average remaining service lives. 


Earnings per Class A Subordinate Voting Share or Class B Share 

In 2001, the Company adopted the Canadian Institute of Chartered Accountants new recommendations for the presentation 
and disclosure of basic and fully diluted earnings per share. The Company adopted the new recommendations retroactively, 
and accordingly, the presentation in the consolidated financial statements of the Company for the comparative periods 
presented have been restated. 

Basic earnings per Class A Subordinate Voting Share or Class B Share are calculated using the weighted average 
number of Class A Subordinate Voting Shares outstanding during the year, plus the weighted average number of Class B 
Shares outstanding during the year. 

Under the new recommendations, the computation of fully diluted earnings per Class A Subordinate Voting Share 
or Class B Share requires the treasury stock method to be used in the determination of the dilutive effect of warrants and 


options. Under this method: 


The exercise of options is assumed at the beginning of the period (or at time of issuance, if later) and Class A Subordinate 
Voting Shares are assumed to be issued. 

The proceeds from exercise are assumed to be used to purchase Class A Subordinate Voting Shares at the average market 
price during the period. 

The incremental number of Class A Subordinate Voting Shares (the difference between the number of Class A Subordinate 
Voting Shares assumed issued and assumed purchased) is included in the denominator of the fully diluted earnings per 


share computation. 


The impact of adopting the new recommendations was to increase fully diluted earnings per Class A Subordinate 
Voting Share or Class B Share by $0.06 [2000 — $0.07; 1999 — $0.03] and reduce the average number of fully diluted 
Class A Subordinate Voting Shares or Class B Shares outstanding by 1.0 million [2000 — 0.9 million; 1999 — 0.9 million]. 


FINANCIAL RESULTS 


CONSOLIDATED BALANCE SHEETS 


As at July 31st 2001 2000 


(Canadian dollars in thousands) 


ASSETS 
Current 
Cash and cash equivalents S$ 95,703 $ 143,104 
Accounts receivable (Note 17) 172,803 142,657 
Inventories (Note 4) 93,735 83,632 
Future tax assets (Note 7) 9,570 = 
Prepaid expenses and other 11,091 9,937 
382,902 379,330 
Capital assets (Note 5) 349,008 306,057 
Other assets (Note 6) 26,430 27,284 
S 758,340 $ 712,671 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current 
Bank indebtedness (Note 8) S 44,706 $ 50,207 
Accounts payable (Note 17) 86,581 85,624 
Accrued salaries and wages (Note 9) 35,868 36,019 
Other accrued liabilities 30,178 44,014 
Income taxes payable (Note 7) 11,019 13,346 
Long-term debt due within one year (Note 8) 4,342 8,243 
212,694 237,453 
Long-term debt (Note 8) Tis2ee 74,990 
Future tax liabilities (Note 7) 34,200 33,023 
Shareholders’ equity 
Class A Subordinate Voting Shares (Note 10) 187,643 185,851 
Class B Shares (Note 10) 2,583 2,583 
Retained earnings 252,435 186,554 
Currency translation adjustment (Note 13) (8,436) (7,783) 
434,225 367,205 
$ 758,340 $ 712,671 


Commitments and contingencies (Notes 8, 18) 


SEE ACCOMPANYING NOTES 


On behalf of the Board: 


ae 4 


Donald J. Walker Manfred Gingl 


Director Director 
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CONSOLIDATED STATEMENTS OF INCOME AND 
RETAINED EARNINGS 


Years ended July 31st 2001 2000 1999 


(Canadian dollars in thousands, except per share and share figures) 


Sales (Note 17) $ 1,202,144 $4,127,785 $ 893,671 

Cost of goods sold (Notes 9, 17) 931,896 857;757 694,567 

Depreciation and amortization 51,646 43,513 35,391 

Selling, general and administrative (Notes 13, 17) 77,414 76,314 65,720 

Interest, net (Notes 8, 17) 1,697 3,271 2,295 

Affiliation fees and other charges (Note 17) 15,271 13,343 La AS) 

Income before income taxes 124,220 133,587 84,485 

Income taxes (Note 7) 35,425 48,693 32,151 

Net income attributable to Class A 

Subordinate Voting Shares and Class B Shares 88,795 84,894 52,334 

Retained earnings, beginning of year 186,554 120,595 77,085 

Cumulative adjustment for change in accounting policy (Note 1) (3,945) - - 
Dividends (18,552) (15,712) (8,824) 
Surrender of stock options (Note 10) (417) (3,223) = 
Retained earnings, end of year S$ 252,435 $ 186,554 $ 120,595 


Earnings per Class A Subordinate 
Voting Share or Class B Share 
Basic (Note 11) S 3.04 $ 2.95 $ 1.83 
Fully diluted (Note 11) $ 3.00 $ 2.90 $ 1.79 


Average number of Class A Subordinate 
Voting Shares and Class B Shares 
outstanding during the year (in thousands) 
Basic (Note 11) 29,214 28,766 28,527 
Fully diluted (Note 11) 29,558 29,322 29,162 


a sss... 8g qq _jqqQjq_h 
SEE ACCOMPANYING NOTES 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 


As at July 31st 

(Canadian dollars in thousands) 

CASH PROVIDED FROM (USED FOR): 
Operating Activities 

Net income 


Items not involving current cash flows (Note 15) 


Net change in non-cash working capital (Note 15) 


2001 


S$ 88,795 
45,143 
133,938 
(60,412) 

S 73,526 


2000 


$ 84,894 
51,747 
136,641 
10,568 

$ 147,209 


1999 


$ 52,334 
41,274 
93,608 

170 

$ 93,778 


Investing Activities 

Capital asset additions 

Increase in other assets 

Purchase of subsidiaries (Note 3) 

Proceeds from disposal of capital and other assets 
Cash and cash equivalents acquired on acquisition 


of subsidiaries (Note 3) 


Financing Activities 
Increase (decrease) in bank indebtedness 
Issues of long-term debt (Note 8) 
Repayments of long-term debt (Note 8) 
Issuance of Class A Subordinate Voting Shares (Note 10) 
Dividends on Class A Subordinate Voting Shares 
and Class B Shares 


Surrender of stock options (Note 10) 


Effect of exchange rate changes on cash and cash equivalents 

Net increase (decrease) in cash and cash equivalents during the year 
Cash and cash equivalents, beginning of year 

Cash and cash equivalents, end of year 


SEE ACCOMPANYING NOTES 


$ (97,625) 
(1,452) 
(800) 

425 


S$ (99,452) 


S$ (3,407) 
8,753 
(9,750) 
1,792 


(18,552) 
(417) 

S (21,581) 
106 
(47,401) 
143,104 

$ 95,703 


$ (81,947) 
(1,288) 
(800) 

3,065 


$ (80,970) 


$ 19,353 
1,377 
(7,617) 
5,586 


(15,712) 
(3,223) 

$ (236) 
(1,481) 
64,522 
78,582 

$ 143,104 


$ (67,455) 
(5,126) 
(44,608) 
1,198 


3,863 
$ (112,128) 


$ 14,616 
64,657 
(17,650) 
898 


(8,824) 

$ 53,697 
(763) 
34,584 
43,998 

$> 783582 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. SIGNIFICANT ACCOUNTING POLICIES 


The significant accounting policies followed by the Company are set out under “Significant Accounting Policies” preceding 
these consolidated financial statements. 


2. JOINTLY CONTROLLED ENTITIES 


The consolidated financial statements include the Company’s proportionate share of the revenues, expenses, assets and 
liabilities of its jointly controlled entities as follows: 


Results of operations 2001 2000 1999 


(Canadian dollars in thousands) 


Sales S$ 383,281 $ 385,099 $ 337,776 
Cost of goods sold, other expenses and income taxes [i] 341,805 350,395 309,594 
Net income, after tax allocation S 41,476 $ 34,704 $ 28,182 
Financial Position 2001 2000 


(Canadian dollars in thousands) 


ASSETS 

Current assets S 133,475 $ 101,215 
Long-term assets 29,571 29,135 
Total assets S 163,046 $ 130,350 


LIABILITIES AND EQUITY 


Current liabilities $ 50,370 $ 53,741 
Loans from partners and shareholders 26,466 20,442 
Equity [ii] 86,210 56,167 
Total liabilities and equity S 163,046 $ 130,350 
Statements of Cash Flows 2001 2000 1999 


(Canadian dollars in thousands) 


Cash provided from (used for): 


Operating activities S$ 43,290 $ 51,676 $ 34,295 
Investing activities (7,920) (8,671) (6,513) 
Financing activities [iii] (19,694) (38,504) (32,076) 

S$ 15,676 $ 4,501 $ (4,294) 


ee 


[i] The results of operations for the year ended July 31, 2001 include the benefit of income tax refunds totalling $6.1 million, as outlined 
in Note 7[ali]. 
[ii] Included in equity are undistributed earnings of $83.6 million [2000 - $54.2 million]. 


[iii] Included in cash flows from financing activities is a net cash distribution to the Company of $19.7 million [2000 — $38.5 million; 
1999 — $32.1 million]. 
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Pursuant to agreements amongst the partners of one of the jointly controlled entities, net income is to be distributed annually 
to the partners and each partner is required to loan back to the entity approximately 35% of such distribution, unless 
otherwise determined by the management committee of the entity. No amounts were required to be loaned back during the 
years ended July 31, 2001, 2000 or 1999. The management committee is responsible for overseeing and directing the 
operations and management of the entity and is comprised of four members of which the Company is entitled to appoint two. 
The repayment of this entity’s partners’ capital of $7.4 million [2000 - $7.4 million] and loans are subject to the approval of 
the management committee. 

In another jointly controlled entity, shareholders’ loans total $10.2 million [2000 — $4.2 million], of which $5.3 million 
[2000 — $nil] is due on demand and the balance is repayable on August 1, 2002 or earlier at the option of the entity. All loans 
bear interest at 10% per annum. 


3. BUSINESS ACQUISITIONS 

Fiscal 1999 Acquisitions 

In October 1998, the Company completed the acquisition of 100% of the outstanding shares of Triam Automotive Corporation 
(Sterling Heights) from Magna International Inc. (Magna) for cash consideration of $32.2 million. Sterling Heights is a 

U.S. based manufacturer of powertrain and other components for the automotive industry. 

Under the terms of the acquisition, the Company agreed to pay an additional amount not to exceed $4 million in respect 
of the five-year period commencing February 1, 1998 if Sterling Heights achieves certain predetermined levels of earnings. To 
date, payments totalling $2.4 million have been made as earnings have exceeded the predetermined levels in each of the first 
three years. 

In January 1999, the Company completed the acquisition of 100% of the outstanding shares of Hanwha Automotive 
Components Corporation (HACC), a South Korean based manufacturer of oil and water pump systems, for cash consideration 
of $11.6 million. 

Under the terms of the acquisition, the Company agreed to pay additional amounts in respect of the four year period 
commencing January 1, 1999 equal to 50% of the amount that adjusted earnings exceed a predetermined threshold. The total 
to be paid cannot exceed $3 million (U.S. $2 million). As at July 31, 2001 no amounts had been paid or accrued. 

These acquisitions have been accounted for under the purchase method of accounting and the results of operations are 
included in the Company’s consolidated financial statements since August 1, 1998 for Sterling Heights and January 1, 1999 
for HACC. 


Details of the net effect of these transactions, including the $2.4 million of contingent consideration, are as follows: 


(Canadian dollars in thousands) 


Non-cash working capital $ 6,642 
Capital assets 57,573 
Other assets 242 
Cash and cash equivalents 3,863 
Bank indebtedness (10,210) 
Long-term debt (including portion due within one year) (27,121) 
Future tax liabilities (1,796) 
Net identifiable assets acquired 29,193 
Goodwill upon acquisitions 17,015 
Net purchase price $ 46,208 


oS 


If these acquisitions had occurred on August 1, 1998, the unaudited proforma sales of the Company for fiscal 1999 would have 
been $906.5 million and net income would have increased by $0.5 million. 
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4. INVENTORIES 
Inventories consist of: 


(Canadian dollars in thousands) 2001 2000 
Raw materials and supplies S 34,905 $ 28,804 
Work-in-process 16,407 13,678 
Tooling and other 17,993 17,336 
Finished goods 24,430 23,814 

S 93,735 $ 83,632 


5. CAPITAL ASSETS 
Capital assets consist of: 


(Canadian dollars in thousands) 2001 2000 
Land S 26,657 $ 20,886 
Buildings 70,744 59,110 
Machinery and equipment [i] 419,508 353,914 
Construction in progress 46,516 40,751 

563,425 474,661 
Accumulated depreciation [i], [ii] 214,417 168,604 
Pe nt S5949,008 es 306057 


[i] | Machinery and equipment includes $17.6 million [2000 — $18.9 million] for assets under capital leases and accumulated depreciation 
includes $5.3 million [2000 — $3.5 million] for assets under capital leases. 


[ii] Accumulated depreciation includes $13.5 million [2000 — $10.7 million] for buildings and $200.9 million [2000 - $157.9 million] for 
machinery and equipment. 


6. OTHER ASSETS 


Other assets consist of: 


(Canadian dollars in thousands) 2001 2000 
Goodwill $ 26,009 $ 24,442 
Accumulated amortization (6,778) (4,950) 
19,231 19,492 

Deferred preproduction costs [net of accumulated 
amortization of $3,343 [2000 — $2,006]] 3,343 4,681 
Other 3,856 ayaa al 
S$ 26,430 $ 27,284 


a 
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7. INCOME TAXES 
[a] Rate Reconciliation 
Effective August 1, 2000, the Company adopted the Canadian Institute of Chartered Accountants new recommendations for 
the accounting and disclosure of income taxes. The Company has adopted the new recommendations prospectively without 
restating the financial statements of any prior periods. Accordingly, the prior year comparative amounts as presented are 
determined using the deferral method of accounting for income taxes. 

The provision for income taxes differs from the expense that would be obtained by applying Canadian statutory rates 
as a result of the following: 


2001 2000 1999 

Canadian statutory income tax rate 43.5% 44.5% 44.6% 
Manufacturing and processing 

profits deduction (8.8) (8.8) (9.0) 
Expected income tax rate 34.7 35.7 35.6 
Tax refunds realized on profit distributions [i] (7.7) - = 
Foreign rate differentials 0.7 0.4 0.8 
Realized amount of losses less than (in excess of) 

unrecognized losses not tax benefited (0.1) 0.4 23 
Other 0.9 - (0.6) 
Effective income tax rate 28.5% 36.5% 38.1% 


[i] In 2001, the Company recognized the full benefit of tax refunds to be received on dividends paid, and to be paid, out of two German 
subsidiaries. Prior to January 1, 2001, under the German tax system, the rate of tax applicable to undistributed profits was higher than 
that applicable to distributed profits. Upon subsequent dividend distributions, a German company would be entitled to a refund of 
any taxes paid at the higher rates. Effective January 1, 2001, the German tax system was changed such that any potential refunds 
associated with any undistributed profits will be permanently lost unless these undistributed profits are distributed prior to the end of 
the calendar year 2001. Accordingly, the Company has implemented a tax planning strategy which will result in the refund of all taxes 
paid at higher rates in prior years. In 2001, the Company realized a benefit of $9.4 million for the recovery of these taxes. The benefits 
associated with these refunds were previously unrecognized as the Company considered the undistributed earnings to be reinvested 
on a long-term basis. 


{b] Provision 
The details of the income tax provision are as follows: 


(Canadian dollars in thousands) 2001 2000 1999 


Current provision 


Canadian federal taxes S$ 21,744 $ 20,940 $ 11,487 
Provincial taxes 11,926 12,528 6,949 
Foreign taxes 12,666 10,521 9,399 

46,336 43,989 27,835 


Future provision (recovery) 


Canadian federal taxes (3,153) 2,805 2,101 
Provincial taxes (735) 1,715 1,282 
Foreign taxes (7,023) 184 933 
(10,911) 4,704 4,316 

S 35,425 $ 48,693 $ 32,151 


re eet ee AU I a Tg ee 
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[c] Future Provision (Recovery) 


Future income taxes have been provided on temporary differences which consist of the following: 


(Canadian dollars in thousands) 2001 2000 1999 
Tax deferred income S$ (1,080) $ 3,763 $ 1,330 
Tax refunds realized on profit distributions (9,408) - = 
Tax depreciation in excess of book depreciation 459 236 774 


Book amortization of deferred preproduction 


costs in excess of (less than) tax (464) (477) 1,049 
Other (418) 1,182 1,163 
$ (10,911) $ 4,704 $ 4,316 


[d] Future Tax Assets and Liabilities 
Future tax assets and liabilities consist of the following: 


(Canadian dollars in thousands) 2001 2000 
Assets 

Tax refunds realized on profit distributions $ 9,570 $ = 
$ 9,570 $ - 

Liabilities 
Tax depreciation in excess of book depreciation S 15,885 $ 15,426 
Tax deferred income 12,635 13,715 
Net preproduction costs book value in excess of tax value 1,161 1,625 
Other 4,519 2,257 
34,200 33,023 


Net future income tax liabilities S$ 24,630 $ 33,023 


[e] Taxes Paid 
Income taxes paid in cash were $46.5 million for 2001 [2000 — $31.9 million; 1999 — $18.3 million]. 


[f] Loss Carryforwards 

At July 31, 2001, certain subsidiaries of the Company have tax loss carryforwards, in various jurisdictions, of approximately 
$27.1 million. Of these losses, $23.8 million have no expiry date and $3.3 million expire between 2004 and 2008. The tax 
benefits of $23.8 million of these losses have not been recognized in the consolidated financial statements. 


8. DEBT 
[a] Long-Term Debt 
The Company’s long-term debt consists of the following: 


(Canadian dollars in thousands) 2001 2000 
6.22% Senior Unsecured Notes (Note 8[b]) S 60,000 $ 60,000 
Bank term debt (Note 8[c]) 15,123 14,288 
Obligations under capital leases (Note 8[d]) 5,647 7,668 
Other debts 793 1,277 
een eae ee ne en ee LS SE 
81,563 83,233 

Amount due within one year 4,342 8,243 
Lee a eee en eee EERE aE TREE eee en en TES SRE RT 
Skee $ 74,990 
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[b] 6.22% Senior Unsecured Notes 


On May 25, 1999, the Company completed a long-term financing of $60 million 6.22% Senior Unsecured Notes (the Notes) 


due May 25, 2006. These Notes require the Company to maintain certain covenants. 


[c] Bank Term Debt 


Bank term debt consists of amounts denominated in the following currencies: 


Weighted Average 


(Canadian dollars in thousands) Final Maturity Interest Rate 2001 2000 
Austrian Schillings [i] 2009 2.44% S$ 11,391 SS Gs 
German Deutschmarks [ii] 2008 6.67% 2,359 2,978 
Korean Won = > - 4,649 
Other 2008 3.80% 1,373 1,558 

S 15,123 $ 14,288 


[i] 


[ii] 


Austrian Schillings 

Long-term debt of $2.0 million (AS 20 million)[2000 — $3.0 million (AS 30 million)] is advanced under a total line of $2.0 million. Interest 
is currently payable at Euribor (Euro Interbank Offered Rate) plus 0.75%. The loan is repayable in equal semi-annual installments and 
matures July 1, 2003. 

Long-term debt of $1.1 million (AS 11.7 million) [2000 — $2.1 million (AS 21.4 million)] is advanced under total lines of $1.1 million. 
Interest is payable at both fixed and floating rates of interest. A portion of the loans are collateralized by certain land, building, 
machinery and equipment and requires the maintenance of certain financial ratios. The loans are repayable in equal semi-annual 
installments and mature at various dates between January 1, 2002 and December 31, 2003. 

Under a banking arrangement which was conditional on the attainment of certain employment and capital expenditure 
requirements, additional long-term debt of $8.3 million (AS 85 million) has been advanced under a total line of $8.3 million. Interest is 
currently payable at a fixed rate of 1.5%. The loan is repayable in equal semi-annual installments beginning July 1, 2003 and matures 
January 1, 2009. Effective July 1, 2003 through to maturity, interest is payable at a fixed rate of 2.95%. A portion of the loan is 
collateralized by land and buildings of certain subsidiaries. 


German Deutschmarks 
Bank term debt of $2.4 million (DM 3.4 million) [2000 — $3.0 million (DM 4.3 million)] is advanced under total lines of $2.4 million. 


Interest is currently payable at fixed rates ranging from 3.83% to 7.32%. The principal amounts are repayable at various intervals over 
the next seven years. This debt is collateralized by land, building and specific assets of certain subsidiaries. 


[d] Obligations Under Capital Leases 


Obligations under capital leases consist of amounts denominated in the following currencies: 


Weighted Average 


(Canadian dollars in thousands) Final Maturity Interest Rate 2001 2000 
U.S. dollars [i] 2002-2005 7.00% S 4,306 $ 5,807 
German Deutschmarks 2006 5.75% 1,116 1,363 
Korean Won [ii] 2002-2004 12.87% 225 498 

S 5,647 $ 7,668 


li] 
{ii] 


Interest is payable at floating rates currently ranging from 5.59% to 8.50%. 


Interest is payable at fixed rates ranging from 12.60% to 13.24%. 
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[e] Principal Repayments 


Future annual principal repayments on long-term debt are estimated to be as follows for the years ending July 31: 


(Canadian dollars in thousands) 


2002 $4342 
2003 4,032 
2004 2,979 
2005 3,403 
2006 61,899 
Thereafter 4,908 

$ 81,563 


rr 


[f] Bank Indebtedness 


[i] 


[ii] 


[iii] 


liv] 


The Company has an unsecured $50 million operating line of credit bearing interest at variable rates per annum 
not exceeding the bank’s prime rate of interest. At July 31, 2001, the Company had outstanding letters of credit in 
the amount of $0.6 million drawn under this line of credit and $49.4 million of this line was unused and available. 
The Company also has foreign exchange facilities in the amount of $30 million (see Note 12[a]). 


Litens Automotive Partnership (LAP) has an unsecured $15 million operating line of credit bearing interest at 
variable rates per annum not exceeding the bank’s prime rate of interest. The related credit agreement provides for 
the maintenance of certain financial ratios. As at July 31, 2001, LAP had outstanding letters of credit in the amount 
of $0.1 million drawn under this line of credit and $14.9 million was unused and available. LAP also has foreign 
exchange facilities in the amount of U.S.$100 million (See Note 12[a]). One of LAP’s subsidiaries has unsecured 
demand lines of credit totalling $4.8 million (DM 7 million) all of which were unused and available at July 31, 2001. 
Interest is payable at both the Euribor plus 1.5% and at a fixed rate of 6.25%. 


The Company has various operating lines of credit for its European subsidiaries denominated in Euros, German 
deutschmarks and Austrian Schillings totalling $20.8 million. As at July 31, 2001, $6.5 million of these lines were 
unused and available. Interest on the Euro denominated operating line of credit is payable at a fixed rate of 4.65%. 
Interest on German Deutschmark denominated operating lines of credit is payable at floating rates between 6.75% 
and 10.00%. Interest is payable at fixed and floating rates ranging from 5.17% to 7.10% for operating lines of credit 
denominated in Austrian Schillings. Accounts receivable and certain assets of the related subsidiaries have been 
pledged as collateral under these lines of credit. 


HACC has various operating lines of credit denominated primarily in Korean Won of $37.7 million (31.6 billion Won). 
As at July 31, 2001, $30.4 million of these lines were unused and available. Interest is currently payable at variable 
rates, which are adjusted at periodic intervals, between 6.3% and 10.0%. Certain assets of this subsidiary have been 


pledged as collateral under certain of these lines of credit. 


FINANCIAL RESULTS 


[g] Interest, net 


Net interest expense (income) includes: 


(Canadian dollars in thousands) 2001 2000 1999 
Interest on long-term debt S$ 4,807 $ 6,036 S 35621 
Other interest income, net — external (3,223) (2,765) (352) 
Interest expense — Magna 113 = 26 
Interest, net S$ 1,697 Samer $ 2,295 


Net interest paid in cash was $1.9 million for 2001 [2000 — $3.0 million; 1999 — $1.4 million]. 


9. POST RETIREMENT MEDICAL BENEFITS 
On August 1, 2000, the Company introduced a post retirement medical benefits plan covering eligible employees and retirees. 
Retirees age 60 and older with ten or more years of service will be eligible for benefits. In addition, existing retirees as at 
August 1, 2000 that meet the above criteria are also eligible for benefits. Benefits are capped based on years of service. 

The cost of benefits earned by employees is actuarially determined using the projected benefit method prorated based 
on service and management’s best estimate of compensation increases, retirement ages of employees, future termination 
levels and expected returns on plan assets. 


[a] Projected Benefit Obligation 


The projected benefit obligation and the net amount included in accrued salaries and wages in the consolidated balance 
sheets, is calculated as follows: 


(Canadian dollars in thousands) 2001 2000 
Past service obligation arising on plan introduction S 1,642 $ = 
Current service costs 203 - 
Interest cost on projected benefit obligation 128 = 
Unfunded obligation 1,973 = 
Unrecognized past service costs (2,115) - 
Unrecognized actuarial gains 587 = 
Net amount recognized in the consolidated balance sheets S 445 $ = 


[b] Net Periodic Cost 


The calculation of the net periodic cost is as follows: 


(Canadian dollars in thousands) 2001 2000 
Current service costs $ 203 $ = 
Interest cost on projected benefit obligation 128 = 
Amortization of past service costs 114 = 

S445 $ = 


10. CAPITAL STOCK 


[a] Class A Subordinate Voting Shares and Class B Shares 

Class A Subordinate Voting Shares without par value [unlimited amount authorized] have the following attributes: 
[i] Each share is entitled to one vote per share at all meetings of shareholders; and, 
[ii] Each share shall participate equally as to cash dividends with each Class B Share. 
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Class B Shares without par value [unlimited amount authorized] have the following attributes: 
[i] _ Each share is entitled to 10 votes per share at all meetings of shareholders; 
[ii] Each share shall participate equally as to cash dividends with each Class A Subordinate Voting Share; and, 
[iii] Each share may be converted at any time into fully-paid Class A Subordinate Voting Shares on a one-for-one basis. 


In the event that either the Class A Subordinate Voting Shares or the Class B Shares are subdivided or consolidated, the other 
class shall be similarly changed to preserve the relative position of each class. 


Outstanding Class A Subordinate Voting Shares and Class B Shares included in shareholders’ equity consists of: 


Class A Subordinate Class B 
Voting Shares Shares 
(Canadian dollars in thousands, Number Number 
except number of shares) of shares Consideration of shares Consideration 
Balance, July 31, 1998 14,282,279 $ 179,367 14,223,900 $ 2,583 
Exercise of Incentive Stock Options 
(Note 10[b]) 85,500 898 
Balance, July 31, 1999 14,367,779 180,265 14,223,900 a Cos 
Issuance of Class A Subordinate 
Voting Shares to Magna [Ii] 4,352,644 - 
Cancellation of Class A Subordinate 
Voting Shares [i] (4,352,644) a 
Exercise of Incentive Stock Options 
(Note 10[b]) 532,000 5,586 
Balance, July 31, 2000 14,899,779 185,851 14,223,900 2,583 
Exercise of Incentive Stock Options 
(Note 10[b]) 142,600 1,792 
Balance, July 31, 2001 15,042,379 S 187,643 14,223,900 S$ 2,583 


[i] On June 19, 2000, the Company completed a series of transactions to assist Magna in a reorganization of its holdings of Tesma Class A 
Subordinate Voting Shares prior to the sale of these shares by way of a public secondary offering. The Company, through a series of 
transactions, issued 4,352,644 new Class A Subordinate Voting Shares to Magna in exchange for all outstanding common shares of 
Magna’s wholly-owned subsidiary, 1422662 Ontario Inc. (1422662), whose only asset was 4,352,644 previously issued Tesma Class A 
Subordinate Voting Shares. Immediately following this acquisition, 1422662 was wound up into the Company and the 4,352,644 
previously issued Tesma Class A Subordinate Shares were cancelled. Magna has indemnified the Company, its officers, directors and 
other shareholders against any liabilities which may arise in connection with this reorganization. 


[b] Incentive Stock Option Plan 
Under the Company’s amended and restated Incentive Stock Option Plan, the Company may grant options to purchase Class A 


Subordinate Voting Shares to present and future officers, directors, other full-time employees or consultants of the Company. 
The maximum number of shares reserved to be issued for options is 3,000,000 subject to certain adjustments. The number of 
unoptioned shares available to be reserved at July 31, 2001 was 44,500 [2000 — 472,000]. If, at the Company’s option, stock 
options are repurchased from employees or directors, the excess of consideration paid over the carrying amount of the stock 
options cancelled is charged to retained earnings. 

All options granted are for a term not exceeding ten years from the date of grant. In general, management options vest 
20% on the date of the grant and 20% on August 1 of each of the four calendar years following the grant date. However, 
70,000 options granted to directors in 2000 vested 50% on the grant date with the remaining 50% vesting on August 1, 2001; 
and, 300,000 options granted to Stronach & Co. (S & Co) vested 16 2/3% on October 25, 2000 and 16 2/3% on each of the 
following five anniversaries of this date. All options allow the holder to purchase Class A Subordinate Voting Shares at a price 


equal to or greater than the market price of such shares at the date of the grant. 
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The following is a continuity schedule of the options outstanding: 


Number Range of Weighted Average Options 

of Options Exercise Price Exercise Price Exercisable 
Balance, July 31, 1998 1,531,000 $10.50 — $22.50 $11.33 857,500 
Granted 87,500 $17.25 $17725 
Exercised (85,500) $10.50 $10.50 (85,500) 
Vested 341,500 
Balance, July 31, 1999 1,533,000 $10.50 — $22.50 $11.72 1,113,500 
Granted 545,500 $19.00 — $26.00 $25.13 
Exercised (532,000) $10.50 $10.50 (532,000) 
Surrendered [i] (325,000) $10.50 $10.50 (325,000) 
Vested [ii] 436,600 
Balance, July 31, 2000 1,221,500 $10.50 — $26.00 $18.56 693,100 
Granted [iii] 432,500 $26.45 — $29.40 $27.35 
Exercised (142,600) $10.50 — $26.00 $12.57 (142,600) 
Surrendered [iv] (73,000) $10.50 — $26.00 $16.41 (73,000) 
Cancelled (5,000) $26.00 $26.00 (5,000) 
Vested 151,500 
Tata erTrcT  Cnosktn Gace Gaye 


{i] 


Lii] 


[iii] 


liv] 


On June 15, 2000, due to the timing of a public offering of Tesma’s Class A Subordinate Voting Shares, the Human Resources and 
Compensation Committee (HRC Committee) of the Company asked the CEO of the Company to consider their proposal to surrender 
325,000 stock options for the purchase of Class A Subordinate Voting Shares in exchange for a cash payment equal to their intrinsic 
value. This proposal was presented to the CEO as an alternative to his stated plans to exercise 325,000 stock options and sell the 
acquired Class A Subordinate Voting Shares through the public markets. To effect this surrender, the HRC Committee granted 325,000 
SARs in connection with 325,000 previously issued stock options. The CEO immediately exercised these SARs and surrendered the 
underlying stock options for proceeds of $5.0 million, resulting in a $3.2 million net charge to retained earnings. A portion of the 
proceeds on surrender was used to repay indebtedness to the Company of $1.3 million, including accrued interest, and to pay 


withholding taxes arising on the surrender of the stock options. 


On June 1, 2000, the vesting date for 125,000 options previously granted to S & Co was accelerated to June 5, 2000 from October 24, 
2000, thus allowing S & Co to participate in the June 19, 2000 public offering of Tesma’s Class A Subordinate Voting Shares by several 
selling shareholders and thereby providing a more orderly and efficient distribution of S & Co’s shares in the public market. 


On August 31, 2000, a grant of 300,000 options to purchase Class A Subordinate Voting Shares was made to S & Co at an exercise price 


of $26.45 pursuant to a Consulting Services Agreement as described in Note 17. 


On January 29, 2001, in connection with the resignation from the Company by a Vice President, the HRC Committee of the Company 
asked him to consider their proposal to surrender 73,000 vested stock options for the purchase of Class A Subordinate Voting Shares in 
exchange for a cash payment equal to their intrinsic value. This proposal was presented to the Vice President as an alternative to his 
stated plans to exercise 73,000 stock options and sell the acquired Class A Subordinate Voting Shares through the public markets. To 
effect this surrender, the HRC Committee granted 73,000 SARs in connection with the 73,000 previously issued stock options. The Vice 
President immediately exercised these SARs and surrendered the underlying stock options for proceeds of $0.6 million, resulting in a 
$0.4 million net charge to retained earnings. A portion of the proceeds on surrender was used to pay withholding taxes arising on the 
surrender of the stock options. 
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The following table summarizes significant ranges of outstanding and exercisable options held by directors, officers and 
employees as of July 31, 2001: 
Options Outstanding 


Number of 
Number Remaining Options 
Exercise Price of Options Contractual Life Exercisable 
$ 10.50 271,900 4.0 271,900 
$ 10.50 60,000 5.0 60,000 
Sem 725 71,000 7.0 36,000 
$ 19.00 60,500 8.0 20,000 
$ 21.70 12,000 6.0 8,000 
$ 22.50 65,500 6.0 48,000 
$ 26.00 460,000 9.0 103,600 
$ 26.45 300,000 9.0 50,000 
$ 29.40 132,500 9.0 26,500 
1,433,400 624,000 
Weighted average exercise price $ 21.89 $ 16.88 
Weighted average remaining contractual life 7.6 6.0 


[c] Non-Employee Director Share-Based Compensation Plan 

Under this plan, established during fiscal 2000, non-employee directors can elect to receive a portion of their annual retainers 
and other Board-related compensation in the form of deferred share units (DSUs) which are credited to the director’s account, 
and the Company records a liability. The number of DSUs issued is based upon the market value of the Company’s shares at 
each allocation date. One DSU has a cash value equal to the market price of one of the Company’s Class A Subordinate Voting 
Shares. Within a specified time after retirement, non-employee directors receive a cash payment equal to the market value of 
their DSUs. During 2001, $0.2 million [2000 — $0.2 million] was recorded as compensation expense (including revaluation of 
the DSUs to their fair values at July 31, 2001) under this plan. At July 31, 2001, 15,307 DSUs (2000 - 8,509), having a total 
value of $0.4 million [2000 — $0.2 million] were issued and outstanding. 


[d] Maximum Number of Shares 
The following table presents the maximum number of shares that would be outstanding if all the outstanding options at 


July 31, 2001 were exercised: 
Number of shares 


Class A Subordinate Voting Shares outstanding at July 31, 2001 15,042,379 
Class B Shares outstanding at July 31, 2001 14,223,900 
Options to purchase Class A Subordinate Voting Shares 1,433,400 

30,699,679 


a 


11. EARNINGS PER CLASS A SUBORDINATE VOTING SHARE OR CLASS B SHARE 
The following table presents the reconciliation from the weighted average number of basic shares outstanding to the 
weighted average number of Class A Subordinate Voting Shares and Class B Shares outstanding on a fully diluted basis: 


(in thousands) 2001 2000 1999 
Average number of Class A Subordinate Voting Shares and 

Class B Shares outstanding during the year 29,214 28,766 28,527 
Effect of dilutive securities: 

Stock options to purchase Class A Subordinate Voting Shares 344 556 635 
Average number of Class A Subordinate Voting Shares and Class B 

Shares outstanding during the year on a fully diluted basis 29,558 29,322 29,162 
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All stock options to purchase Class A Subordinate Voting Shares outstanding at July 31, 2001 have been considered in the 
computation of fully diluted earnings per Class A Subordinate Voting Share or Class B Share because their impact was 
dilutive. At July 31, 2000, there were stock options to purchase 478,000 [1999 — 107,500] Class A Subordinate Voting Shares at 
an exercise price of $26.00 per share [1999 - $21.70 and $22.50] that were outstanding and not included in the computation 
of fully diluted earnings per Class A Subordinate Voting Share or Class B Share because their impact was anti-dilutive. 


12. FINANCIAL INSTRUMENTS 
[a] Hedging 
The Company has cash flows denominated in U.S. dollars, Euros and Swiss francs. The Company, including LAP, utilizes 
foreign exchange forward contracts for the sole purpose of hedging a significant portion of its projected exposure over a five- 
year period. This exposure is based primarily on U.S. dollar, Euro, and Swiss franc denominated contractual commitments to 
deliver products to the Company’s customers or buy products from the Company’s suppliers in addition to other anticipated 
transactions expected to be settled in foreign currencies. As at July 31, 2001, the Company had outstanding foreign exchange 
forward contracts representing a commitment to sell approximately U.S.$79.3 million and 18.4 million Euros, at weighted 
average rates of exchange of CDN$1.50 and CDN$1.34, respectively, and to buy approximately U.S.$98.5 million, 31.8 million 
Euros and 0.6 million Swiss francs at weighted average rates of exchange of CDN$1.43, CDN$1.34 and CDN$0.94 respectively. 
These contracts mature over the next five years as follows: 


U.S. dollars Euros Swiss Francs 

(Amounts in millions, except rates) Amount Rate Amount Rate Amount Rate 
2002 U.S. $ (35.5) 1.48 € (15.5) 1.34 

2002 40.0 1.44 15.6 1.30 CHF 0.6 0.94 
2003 (26.8) 154 (2.9) 1.32 

2003 24.9 1.44 is2 chef! 

2004 (4377) 1.50 

2004 21.6 1.43 6.0 1.36 

2005 (2.9) 1.52 

2005 12.0 1.40 6.0 1.38 

2006 (0.4) 1.51 3.0 1.40 

U.S.$ 19.2 € 13.4 CHF 0.6 


The fair values of foreign exchange forward contracts represent an approximation of the amounts the Company would have 
paid to or received from counterparties to unwind its positions at July 31, 2001. The fair value of the Company’s net benefit for 
all foreign exchange forward contracts at July 31, 2001 was approximately $7.5 million. If these contracts ceased to be 
effective as hedges (i.e., if the related projected cash flows changed significantly), previously unrecognized gains or losses 
pertaining to the portion of the hedging transactions in excess of projected foreign denominated cash flows would be 
recognized in income at the time this condition was identified. 


[b] Fair Value 


The Company has determined the estimated values of its financial instruments based on appropriate valuation 
methodologies. However, considerable judgment is required to develop these estimates. Accordingly, these estimated values 
are not necessarily indicative of the amounts the Company could realize in a current market exchange. The estimated fair 
value amounts can be materially affected by the use of different assumptions or methodologies. The methods and 
assumptions used to estimate the fair value of each class of financial instruments are discussed below. 

Short-term financial assets and liabilities, including cash and cash equivalents, accounts receivable, bank indebtedness, 
accounts payable and accrued liabilities, are valued at their carrying amounts as presented in the consolidated balance sheets. 
The carrying values are reasonable estimates of fair value due to the short period to maturity of the financial instruments. 

Fair value information is not readily available for the Company’s long-term monetary assets included in other assets. 
However, management believes the market value of these assets approximates their carrying value. 
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Rates currently available to the Company for long-term debt with similar terms and remaining maturities have been used 
to estimate the fair value of the long-term debt which approximates the carrying value for all years, except for the 6.22% 
Senior Unsecured Notes which have a fair value of approximately $58.2 million at July 31, 2001 [2000 — $58.0 million]. 

The Company enters into foreign exchange forward contracts to manage foreign currency risk. If the Company did not use 
forward contracts, its exposure to financial risks would be higher. The Company does not enter into forward contracts for 
speculative purposes. The fair values of foreign exchange forward contracts represent an approximation of the amounts that 
the Company would have paid forward to or received from counterparties to unwind its positions prior to maturity. The fair 
value of the Company’s net benefit for all foreign exchange contracts, none of which is recorded, is discussed in Note 12[a]. 


[c] Credit Risk 
The Company’s financial assets that are exposed to credit risk consist primarily of cash, accounts receivable and foreign 
exchange forward contracts with positive fair values. 

The Company, in the normal course of business, is exposed to credit risk from its customers substantially all of which 
are in the automotive industry. These accounts receivable are subject to normal industry credit risks. 

Cash and cash equivalents which consists of short-term investments, including commercial paper and certified deposits, 
are only invested in governments and corporations with a minimum credit rating of R1 (low) by the Dominion Bond Rating 
Service (DBRS) or its equivalent, and in the United States, banks with a Financial Strength Rating of A by Moody’s Investors 
Service or its equivalent. Credit risk is further reduced by limiting the amount which is invested in any one government 
or corporation. 

The Company is also exposed to credit risk from the potential default by any of its counterparties on its foreign exchange 
forward contracts. The Company mitigates this credit risk by generally dealing only with counterparties which are banks with 
a minimum credit rating of R1 (low) by the DBRS or A-1+ by Standard & Poor’s, and which are included on an authorized list 
of counterparties maintained by the Company. The Company also monitors its relative positions with each counterparty. The 
maximum credit risk, based on the theoretical amount, term and exchange rates, amounts to approximately $12.0 million. 
This risk is divided amongst six financial institutions. The Company does not anticipate non-performance by any of the 


counterparties to their contractual obligations. 


[d] Interest Rate Risk 
The Company has historically not utilized interest rate swap agreements to reduce the impact of changes in interest rates 
upon its floating rate debt as the amount which is floating has been at more favourable rates. 


The following table summarizes the Company’s exposure to interest rate risk as at July 31, 2001: 


Fixed interest Rate maturing in 


Floating “ayear =~ 1to.~—S More than” Non-interst 

(Canadian dollars in thousands) Rate or less 5 years 5 years bearing Total 
Financial assets: 

Cash and cash equivalents $ 95,703 $ 95,703 

Accounts receivable $172,803 172,803 

Other assets 774 1,426 2,200 
Financial liabilities: 

Bank indebtedness (44,706) (44,706) 

Accounts payable and all other 

accrued liabilities and payables (163,646) (163,646) 
Long-term debt (6,729) $ (1,015)  $(68,740) $ (4,579) (500) (81,563) 


$45,042 $ (1,015) $(68,740) $ (4,579) $10,083 $(19,209) 
Average fixed rate of long-term debt 7.30% 5.82% 2.59% 
SIPS NES IE ge i Reds Se a a eA ee ee ee Eee eS 


13. CURRENCY TRANSLATION ADJUSTMENT 
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The following is a continuity schedule of the currency translation adjustment account included as a separate component of 


shareholders’ equity: 


(Canadian dollars in thousands) 

Balance, beginning of year 

Realized translation loss on the reduction of 
the net investment in foreign operations 


Unrealized translation adjustments 


Balance, end of year 


2001 
S (7,783) 
3,372 
(4,025) 
S (8,436) 


2000 

$ 46 
(7,829) 

$ (7,783) 


Unrealized translation adjustments, which arise on the translation to Canadian dollars of assets and liabilities of the 


Company’s self-sustaining foreign operations, resulted in an unrealized currency translation loss of $4.0 million 


[2000 — $7.8 million] primarily from the weakening of the Euro and Korean Won, somewhat offset by a strengthening of the 


U.S. dollar against the Canadian dollar during the year. 


In the results of operations for the year ended July 31, 2001, the realized translation loss on the reduction of the net 


investment in foreign operations resulting from the dividend distributions outlined in Note 7[al][i] is recorded as a charge to 


S, G & A expenses. 


14. RESEARCH AND DEVELOPMENT 


Gross R&D expenditures for the year ended July 31, 2001 were $18.9 million [2000 — $19.9 million; 1999 — $14.8 million]. 


These expenditures were partially funded by governments or customers in the amount of $6.5 million [2000 - $5.6 million; 


1999 — $1.0 million]. 


15. DETAILS OF CASH FROM OPERATING ACTIVITIES 
{a] Items not involving current cash flows 
Items not involving current cash flows consist of: 


(Canadian dollars in thousands) 

Depreciation and amortization 

Future income taxes 

Realized translation loss on the reduction of 
net investment in foreign operations 

Other 


[b] Net change in non-cash working capital 


The net change in non-cash working capital consists of: 


(Canadian dollars in thousands) 


Accounts receivable 

Inventories 

Prepaid expenses and other 

Accounts payable and other accrued liabilities 
Accrued salaries and wages 

Income taxes payable 


2001 
S$ 51,646 
(10,911) 


3,372 
1,036 
S 45,143 


2001 

S$ (35,906) 
(12,357) 
(448) 
(9,574) 
1,595 
(3,725) 


S$ (60,412) 


2000 
$ 43,513 
4,704 


3,530 
$51,747 


2000 
$ (14,208) 
(12,239) 
(486) 
18,356 
12,334 
6,811 

$ 10,568 


1999 
$ 35,391 
4,316 


1999 
$ (40,034) 
(14,212) 
(2,827) 
42,643 
7,141 
7,459 

$ 170 


16. SEGMENTED INFORMATION 
[a] Operating Segments 
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The Company currently operates in one industry segment, the automotive powertrain business, designing and manufacturing 


parts and assemblies primarily for the automotive OEMs or their Tier | and Tier II powertrain component manufacturers. 


The Company operates internationally and its manufacturing facilities are arranged geographically to match the 


requirements of the Company’s customers in each market. Each manufacturing facility has the capability to offer many 


different powertrain parts and assemblies as the technological processes employed can be used to make many different 


parts and assemblies. Additionally, specific marketing and distribution strategies are required in each geographic region. 


The Company currently operates in four geographic segments of which only two are reportable segments. The 


accounting policies for the segments are the same as those described in Note 1 to the consolidated financial statements 


and intersegment sales are accounted for at prices which approximate fair value. 


Executive management assesses the performance of each segment based on income before income taxes as the 


management of income tax expense is centralized. 


North American European Other 

(Canadian dollars in thousands) Automotive Automotive Automotive Total 
JuLty 31, 2001 

Total sales $ 948,336 $ 219,744 $ 45,564 $1,213,644 
Intersegment sales (8,725) (25775) ~ (11,500) 
Sales to external customers $ 939,611 $ 216,969 $ 45,564 $1,202,144 
Depreciation and amortization $ 39,024 $ 8,368 $ 4,254 $ 51,646 
Interest, net $ 454 $ (510) $int753 $ 1,697 
Income before income taxes SP 103-615 S17 174 Sees od $ 124,220 
Capital assets, net $ 250,250 Sm63.024 $ 34,837 $ 349,008 
Capital asset additions $ 80,211 Smeets. 76k $ 1,650 $997;625 
Goodwill, net $ 17,870 $ 153601 $ - $ 19,231 
Jury 31, 2000 

Total sales $ 883,295 $ 208,830 $ 42,748 $1,134,873 
Intersegment sales (4,241) (2,847) = (7,088) 
Sales to external customers $ 879,054 $ 205,983 $ 42,748 $ 1,127,785 
Depreciation and amortization $31,265 $ 7,760 $ 4,488 $ 43,513 
Interest, net $ 1,042 $ (808) $ 3,037 Sa si274 
Income before income taxes $9116;111 $ 14,949 $ 2,527 $ 133,587 
Capital assets, net $ 208,393 $ 55,977 $ 41,687 $ 306,057 
Capital asset additions $ 54,292 $ 21,018 $ 6,637 $ 81,947 
Goodwill, net $ 17,788 $ 1,704 $ = $ 19,492 
JuLty 31, 1999 

Total sales $ 665,590 $ 216,381 $ 17,490 $ 899,461 
Intersegment sales (2,611) (3,179) = (5,790) 
Sales to external customers $ 662,979 $e213,202 $ 17,490 $ 893,671 
Depreciation and amortization $1) 26,5117 $ 7,344 $21,930 $ 35,391 
Interest, net $ = 1,093 $ (123) $ 1,325 $ 2,295 
Income before income taxes $ 72,800 oy ity7 a4 $ (29) $ 84,485 
Capital assets, net $ 184,581 $ 52,489 $ 39,227 $ 276,297 
Capital asset additions $ 52,069 $ 14,302 $ 1,084 $ 67,455 
Goodwill, net $ 18,451 $ 2,049 $ = $ 20,500 
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[b] Geographic and Customer Information 
The final destination of the Company’s sales to its external customers are as follows: 


(Canadian dollars in thousands) 2001 2000 1999 
Canada $ 109,775 $ 97,247 $ 53,362 
United States 696,959 660,471 496,744 
Europe 321,445 301,838 287,361 
Other foreign countries 73,965 68,229 56,204 

$1,202,144 $1,127,785 $ 893,671 


In 2001, sales to the Company’s four largest customers (including their global subsidiaries) amounted to 40%, 20%, 8% and 
8% of total sales [2000 — 38%, 20%, 9% and 8%; 1999 — 35%, 21%, 11% and 11%]. 


17. RELATED TRANSACTIONS 

[a] Transactions with related parties 

The Company completed transactions with Magna, the Company’s controlling shareholder, and other companies under 
Magna’s control during the year as follows: 


(Canadian dollars in thousands) 2001 2000 1999 
Sales S 15,316 $ 18,901 $ 18,987 
Purchases of materials and services S 6,960 Sees 191 56.127, 
Rental of manufacturing facilities S 976 $ - $ - 
Interest, affiliation fees and other charges S 15,384 $133343 $ 4.15239 


The outstanding balances related to these transactions at the end of the year are included in the consolidated financial 
statements as follows: 


(Canadian dollars in thousands) 2001 2000 
Accounts receivable S$ 3,078 $9 22265 
Accounts payable S 1,369 $ 890 


The Company is party to an affiliation agreement and other arrangements with Magna that provide for the payment by the 
Company of an affiliation fee and certain other negotiated charges in exchange for, among other things, Magna granting the 
Company a non-exclusive world-wide license to use certain Magna trademarks, and Magna providing certain management and 
administrative services (including, among other things, utilization of Magna’s foreign exchange forward credit facilities, if 
available) to the Company. The affiliation fee is computed solely as a specified percentage of consolidated net sales of the 
Company. The current affiliation agreement came into effect for a five-year term commencing August 1, 1997. Other charges 
are negotiated annually and are based on the level of benefits or services provided by Magna to the Company. Additionally, 
under the terms of a social fee agreement, the Company pays Magna a fee based ona specified percentage of pretax profits. 
This social fee represents a contribution to social and charitable programs coordinated by Magna on behalf of Magna and its 
affiliated companies including the Company. During fiscal 2000, Tesma completed a reorganization of a portion of its Class A 
Subordinate Shares at Magna’s request, as described in Note 10 [a]. 

Sales to and purchases from Magna and the resulting accounts receivable and payable balances are typically effected on 
normal commercial terms. 

Effective October 25, 2000, the Company signed a new Consulting Services Agreement (CSA) with S & Co. Under the 
terms of the CSA, S & Co will provide the Company with various consulting services in continental Europe and in other non- 
North American countries for a period of 6 years, commencing October 25, 2000. In consideration for the consulting services 
to be provided under the CSA, the Board of Directors granted to S & Co, options to purchase 300,000 Class A Subordinate 


Voting Shares at an exercise price of $26.45 per share (Note 10[b][iii]). The general partner of S & Co is a member of the 
Company’s Board of Directors, and the Chairman of Magna. 
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From time to time, the Company makes advances to officers and employees to assist them in the purchase of houses. 
The balance outstanding from officers at July 31, 2001 was $ nil [2000 — $0.1 million]. 

During the year, the Company purchased $0.6 million of products and services from a company owned by the CEO of the 
Company. These purchases were effected on normal commercial terms. At July 31, 2001, $0.1 million is recorded as a net 
payable to this company. 


[b] Proposed Merger with Magna Steyr 

On May 17, 2001, Tesma and its controlling shareholder, Magna, jointly announced that they had entered into a non-binding 
letter of intent concerning the proposed combination of Tesma with Magna Steyr, a wholly-owned subsidiary of Magna. The 
combination would more than double Tesma’s annual sales creating a leading global full-service powertrain supplier. 

If the transaction is viable and ultimately negotiated, it would be subject to a number of conditions, including the review 
and recommendation by Tesma’s Special Committee of independent directors, approvals by the Boards of Directors of both 
Tesma and Magna, regulatory approval and the approval by a majority of the minority shareholders of Tesma’s Class A 
Subordinate Voting Shares. 


18. COMMITMENTS AND CONTINGENCIES 

[a] Operating Leases 

The Company had commitments under operating leases requiring future minimum annual rental payments for the years 
ending July 31 as follows: 


(Canadian dollars in thousands) 


2002 $ 6,496 
2003 5,082 
2004 4,035 
2005 3,397 
2006 2,144 
Thereafter 3,008 

$ 24,162 


Approximately 24% [2000 — 32%] of these lease commitments represent the Company’s share of commitments of its 
proportionately consolidated jointly controlled entities. Approximately 18% [2000 — nil] of the lease commitments are with 
related parties. 

For the year ended July 31, 2001, payments under operating leases amounted to approximately $6.3 million 


[2000 — $5.8 million; 1999 — $5.4 million]. 


[b] Purchase Commitments 
The Company has commitments to purchase capital assets of approximately $30.7 million as at July 31, 2001. 


[c] Corporate Constitution 
The Company’s Corporate Constitution requires that a portion of the Company’s profits be distributed or used for certain 
purposes, including but not limited to the following: 
¢ allocation or distribution of 10% of pre-tax profits to employees and/or the Tesma Employee Equity Participation and 
Profit Sharing Program (including the Tesma International Inc. (Canadian) Deferred Profit Sharing Plan and the Tesma 
International of America, Inc. U.S. Employees’ Deferred Profit Sharing Plan forming part thereof); 
¢ allocation of a minimum of 7% of pre-tax profits to R&D; and 
* payment of dividends to shareholders based on a formula of after-tax profits. 
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[d] General 

In the ordinary course of business activities, the Company may be contingently liable for litigation and claims with customers, 
suppliers and former employees. Management believes that adequate provisions have been recorded in the accounts where 
required. Although it is not possible to estimate the extent of potential costs and losses, if any, management believes, but can 
provide no assurance, that the ultimate resolution of such contingencies would not have a material adverse effect on the 
consolidated financial position of the Company. 


19. UNITED STATES GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
The Company’s consolidated financial statements are prepared using Canadian generally accepted accounting principles (Canadian 
GAAP) which conform with United States generally accepted accounting principies (United States GAAP) except for the following: 


fa] Income Taxes 

Effective August 1, 2000, the Company adopted the Canadian Institute of Chartered Accountants new recommendations for the 
accounting and disclosure of income taxes. The new recommendations were applied prospectively without restatement of any prior 
periods. Prior to the year ended July 31, 2001, the income tax provision under Canadian GAAP was based on the deferral method 
and adjustments were not made for changes in income tax rates. For these periods, under United States GAAP, the income tax 
provision was calculated using the liability method. 


[b] Derivative Instruments and Hedging 

Effective August 1, 2000, the Company adopted Statement of Financial Accounting Standards Board (FASB) No. 133, “Accounting for 
Derivative Instruments and Hedging Activities”, as amended by FASB Statement No. 137 and 138 (collectively the Statement), which 
establishes accounting and reporting standards for derivative instruments, including certain derivatives embedded in other 
contracts and for hedging activities. The Statement requires a Company to recognize all of its derivative instruments, whether designated 
in hedging relationships or not, on the balance sheet at fair value. The accounting for changes in fair value (i.e., gains or losses) of 
a derivative instrument depends on whether it has been designated and qualifies as part of a hedging relationship. The Statement 
establishes certain criteria to be met in order to designate a derivative instrument as a hedge and deem a hedge as effective. 

The Company has not yet implemented a new treasury management system that complies with the new documentation 
requirements for hedge accounting under the Statement. As a result, the Company’s derivative portfolio is not eligible for hedge 
accounting despite the fact that management considers its portfolio an effective foreign currency risk management tool and an 
economic hedge of the Company’s projected cash flows in the significant foreign currencies that it deals in. 

In accordance with the transition rules of the statement, the Company has applied the new recommendations prospectively, 
and has recorded a gain of $2.4 million for the year ended July 31, 2001 in its reconciliation of net income under United States 
GAAP. In addition, the Company has recorded a cumulative gain of $2.5 million as a component of comprehensive income for the 
year ended July 31, 2001. 


There are no other freestanding or embedded derivative instruments outstanding. 


[c] Deferred Preproduction Costs 


Under United States GAAP, the Company would have expensed all preproduction costs as incurred. 


[d] Joint Ventures 
Under United States GAAP, the Company would account for its interests in its jointly controlled entities using the equity method. 


However, a reconciliation from the proportionate consolidation method to the equity method of accounting for the Company’s 
interests in its jointly controlled entities has not been provided, as it is not required under United States securities regulations. 


[e] Gains and Losses on Translation of Long-Term Debt 


Under United States GAAP, gains and losses arising on the translation of foreign currency denominated long-term debt, at exchange 


rates prevailing on the balance sheet date, are included in income. Under Canadian GAAP, these amounts are deferred and 
amortized over the term of the debt. 
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[f] Surrender of Stock Options 


Under United States GAAP, APB opinion No. 25, when a stock option is repurchased by the Company for a cash payment, the 
Company must record compensation expense. Under Canadian GAAP, the payment is considered a capital transaction and 
recorded in retained earnings. 


[g] Stock Options Issued for Services 

Under United States GAAP, FASB Statement No.123 “Accounting for Stock-Based Compensation” (FAS 123), when stock 
options are issued to non-employees other than directors acting in their capacity as a director, the Company must record 
compensation expense. Options issued to directors for services provided outside of their role as a director are recorded 
as compensation expense by the Company. Under Canadian GAAP, no compensation expense is recognized because the 
options have no intrinsic value at the time of issuance. 


[h] Recognition of Translation Losses on Reduction of Net Investment in Foreign Subsidiaries 

Under United States GAAP, FASB Statement No. 52 (FAS 52), the Company would only realize a gain or loss on the portion 
of the currency translation adjustments included as a separate component of the net investment in a foreign operation upon 
a sale or complete, or substantially complete, liquidation of the related investment. Under FAS 52, no gains or losses are 
recognized as a result of capital transactions, including the payment of dividends. Under Canadian GAAP, the Company is 
required to realize a gain or loss equal to the appropriate portion of the cumulative translation adjustment account when 
there is a reduction in the Company’s net investment in a foreign subsidiary resulting from the payment of dividends. 


[i] Statements of Income 


The following table presents net income and earnings per share information following United States GAAP: 


(Canadian dollars in thousands, except per share and share figures) 2001 2000 1999 


Net income attributable to Class A Subordinate Voting 


Shares and Class B Shares under Canadian GAAP S 88,795 $ 84,894 $95 25334 
Adjustments: 

Income tax provision adjustment under the liability method - 1,644 - 
Change in fair value of derivative instruments 2,366 - - 
Deferred preproduction costs - - (2,515) 
Amortization of deferred preproduction costs 873 860 430 
Unrealized exchange gain (loss) on translation of 

foreign currency denominated long-term debt (384) 23 160 
Compensation expense on repurchase of stock options (417) (3,223) - 


Stock-based compensation on stock options issued for 
consulting services (391) - = 
Translation loss realized on the reduction of the net 
investment in a foreign subsidiary 3,372 - ss 
Net income attributable to Class A Subordinate Voting 
Shares and Class B Shares under United States GAAP S 94,214 $ 84,198 $ 50,409 
Earnings per Class A Subordinate Voting Share 
or Class B Share under United States GAAP 
Basic S 3.22 $ 2.93 $ 1:77. 
Diluted $ 3.19 $ 2.87 Sal. 73 
Weighted average number of Class A Subordinate Voting 
Shares and Class B Shares outstanding during the year 
(in thousands) 
Basic 29,214 28,766 28,527 
Diluted 29,558 29,322 29,162 
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[j] Comprehensive Income 


(Canadian dollars in thousands) 2001 2000 1999 
Net income attributable to Class A Subordinate Voting 

Shares and Class B Shares under United States GAAP S$ 94,214 $ 84,198 $ 50,409 
Adjustments: 

Unrealized foreign exchange losses 

on translation of self-sustaining foreign operations (4,025) (7,829) (1,925) 

Cumulative adjustment to derivative instruments 2,530 - - 
Comprehensive income attributable to Class A 

Subordinate Voting Shares and Class B Shares 

under United States GAAP S 92,719 $ 76,369 $ 48,484 


[k] Balance Sheet Items 
The following table indicates the balance for the item which would have been significantly different had the consolidated 
financial statements been prepared under United States GAAP: 


(Canadian dollars in thousands) 2001 2000 
Prepaid expenses and other $ 18,590 $ 9,937 


The following table presents shareholders’ equity under United States GAAP: 


(Canadian dollars in thousands) 2001 2000 
Class A Subordinate Voting Shares S 187,229 $185,437 
Class B Shares 2,583 2,583 
Retained earnings 262,350 186,688 
Accumulated other comprehensive income (9,277) (7,783) 

S 442,885 $ 366,925 


[\] Stock-Based Compensation 
The Company continues to measure compensation cost related to awards of stock options using the intrinsic value based 
method of accounting as prescribed by APB Opinion No. 25, “Accounting for Stock Issued to Employees” as permitted by 
FAS 123. In this instance, however, under FAS 123, the Company is required to make proforma disclosures of net income 
attributable to Class A Subordinate Voting Shares and Class B Shares and basic and diluted earnings per Class A Subordinate 
Voting Share or Class B Share as if the fair value method of accounting had been applied. 

The fair value of the stock options is estimated at the date of grant using the Black Scholes option pricing model with 
the following weighted average assumptions: 


2001 2000 1999 
Risk free interest rate 5.7% 5.9% 5.6% 
Expected dividend yield 2.4% 2.4% 1.6% 
Expected volatility 32% 31% 26% 


Expected life of options (years) 5 5 5 


— TT ——————— 
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The Black Scholes option valuation model used by the Company to determine fair values, as well as other currently accepted 
option valuation models were developed for use in estimating the fair value of freely traded options which are fully 
transferable and have no vesting restrictions. In addition, this model requires the input of highly subjective assumptions, 
including future stock price volatility and expected time until exercise. Because the Company’s outstanding stock options have 
characteristics that are significantly different from those of traded options, and because changes in any of the assumptions 
can materially affect the fair value estimate, in management’s opinion, the existing models do not necessarily provide a 
reliable single measure of the fair value of its stock options. 

Additionally, under FAS No. 123, the methodology for calculating compensation expense on stock options surrendered for 
a cash payment requires the Company to exclude the intrinsic value of the stock option immediately before the settlement 
from the amount of compensation cost recognized. 

Accordingly, for purposes of proforma disclosures, the Company’s net income attributable to Class A Subordinate Voting 
Shares and Class B Shares and basic and diluted earnings per Class A Subordinate Voting Share or Class B Share would have 
been as follows: 


(Canadian dollars in thousands, except per share figures) 2001 2000 1999 
Proforma net income attributable to Class A Subordinate 
Voting Shares and Class B Shares S 92,910 $ 85,584 $ 49,812 


Proforma earnings per Class A Subordinate 
Voting Share or Class B Share 
Basic S 3.18 $ 2.98 $ hag fs 
Diluted S 3-14 $ 2.92 $ 40741 


[n] Recently Issued Pronouncements 

FASB Statement No. 141 (FAS 141), “Business Combinations” is effective for business combinations initiated on or after 
July 1, 2001. Under FAS 141, for any business combination, an acquirer must be identified and the purchase method must 
be used to account for the combination. 

FASB Statement No. 142 (FAS142), “Goodwill and Other Intangible Assets”, is effective for periods commencing after 
December 15, 2001. The Statement applies to all goodwill and other intangible assets that have been recognized in the 
balance sheet as at the date of adoption, as well as all future goodwill and intangibles assets acquired. Under FAS 142, any 
goodwill arising in a business combination should not be amortized but is subject to impairment testing. The Company has 
determined that upon adoption, goodwill amortization will no longer be recorded. The impact of the application of FAS 142 is 


currently being reviewed by the Company. 


20. COMPARATIVE CONSOLIDATED FINANCIAL STATEMENTS 
Certain other comparative figures have been reclassified to conform to the current year’s method of presentation. 
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QUARTERLY RESULTS OF OPERATIONS 


(unaudited) 


(Canadian dollars in thousands, except per share and share figures) 


For the Year Ended July 31, 2001 
Sales 

Net income 

Basic EPS 

Fully diluted EPS 

Weighted average number of shares 


outstanding on a fully diluted basis 


For the Year Ended July 31, 2000 


October 31 April 30 
$°302/107" ($282,292 98919437265 
$ 22.761" ($" #17,800. - $™ 22,616 
$ 0.78 °° $ 0.61 $ 0.77 


$ O77 > 0.60 $ 0.77 


January 31 


29.6 29.5 29.5 


July 31 Total 
$ 304,480 $1,202,144 
$ 25,618 $ 88,795 
$ 0.88 $ 3.04 
$ 0.86 $ 3.00 

29.7 29.6 


Sales 

Net income 

Basic EPS 

Fully diluted EPS 

Weighted average number of shares 


$ 279,424 $ 266,834 $ 303,672 


$ 277,855 $1,127,785 


outstanding on a fully diluted basis : F 


For the Year Ended July 31, 1999 


Sales 


Net income 

Basic EPS 

Fully diluted EPS 

Weighted average number of shares 


outstanding on a fully diluted basis 


$ 19,844 $ 20,709 $ 24,886 
$ 0.69 $ 0.73 $ 0.86 
$ 0.68 $ 0:7, tae 0.85 

29.3 29.2 29.3 
$ 204,589 191, 21490 $e2515748 


$ 

$°992,838°° $911, 236-9 $1155533 

$ 0.42 $ 0.39 $ 0.54 
$ 


$ 0.41 O30 S 0.53 


29.0 29.2 29.2 


$ 19,455 S$ 84,894 
$ 0.67 $ 2.95 
$ 0.66 $ 2.90 

29.5 29.3 
$ 246,157 $ 893,671 
$ 913,727 5 521334 
$ 0.48 $ 1.83 
$ 0.47 $ 1.79 

26.3 29.2 
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OPERATIONS D 


Years ended July 31st 


ATA 
2001 2000 1999 1998 


(Canadian dollars in millions, except per share and share amounts) 


Sales 


losses, income taxes 
and minority interest 


Net income 


1997— 


1996 


1995 


- 1994 


1993 


1992 


$1,202.1 $1,127.8 $893.7 $645.9 $551.5 $455.6 $344.9 $280.3 $223.8 $ 167.7 
Income before litigation settlement, equity 5 ‘ : ; ree 


$ 124.2 $ 133.6 $ 84.5 $ 59:5 $ 45.7 $ 35.3 $ 309 $317 $ 25.3 $ 7.9 


Netincome 8 8 ee ee ee 
Net income attributable to Class A Subordinate pee ee 


Voting Shares and Class B Shares S$ 88.8 $ 849 $ 52.3 $ 268 $ 246 $ 185 $ 148 $ 195 $ 223 $ 68 
Earnings per Class A Subordinate ae : Ce SR Se 


Voting Share or Class B Share 


Basic 
Fully diluted 


S$ 3:04 > $32.95 o 1 Bae oie, 4g a $ 1.03 $ 1.04 $ 1.37 $ 1.57 $ 0.48 


$ 3.00 $ 2.90 $ 1.79 $ 106 $2.15 °$. 0:93. $: 4.02.9: 1°37, $ 1.57. $ 0.48 


Average number of Class A Subordinate 


Voting Shares and Class B Shares outstanding (millions) 


Basic 
Fully diluted 


Cash flow from operating 


activities 


29.2 28.8 28-5 2as4 
29.6 29.371 20.20) 299 


Cash dividends paid per Clas$ A Subordinate 


Voting Share or Class B Share (4) 
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\ Asat july 31st 


2001 2000 «1999. 1998 


(Canadian dollars in millions, except per share amounts and ratios) 


Cash (net of bank indebtedness) 


Total assets 
Captial expenditures 


18.8 
25.6 


1997 


18.0 
24.3 


1996 


14.2 
14.5 


$ 0.64 .$ 0.545 $0.31. $ on $. 20/208" $0.15 $ = 


1995 


$ 


14.2 
14.2 


1994 


14.2 
14.2 


$ = 


1993 


S$ 51.0 $ 92.9 $ 48.0 $ 38.0 $ 68.3 $ 286 $ 37.9 $ Go $ 5.5 


$ 


$ 


14.2 
14.2 


S 73.5. $2447.28) 93:85 $3.52.0 (3) 32.0- 9.38.2 $506 $23.5 $3718. $509.7 


1992 


2.9 


$ 758.3 $ 712.7 $607.3 $ 399.3 $ 349.5 $258.4 $245.8 $127.5 $101.6 $ 78.0 
$ 97.6 $ 81.9 $ 69.7 $ 65.0 $ 48.1 G2 O52) on e6.3) So) GB Ss Fale Da eh 


Long-term debt (excluding 


current portion) 
Convertible Series 
Preferred Shares 


Shareholders’ equity (deficit) 


$7712 $275.00 S823. PGO Sey $15.0. 20.2. >) 34.5 D> 948.29. 19908 


$ - §$ iG cca s a Fh Zn2e,  TOA A 


Equity per Class A Subordinate Voting 


Share or Class B Share (2) 


Long-term debt (excluding current portion) 
to total capitalization ratio (3) 0:15:12 0:17:12 «-0.21:1 = -0.05:1 


0.07:1 


(1) excluding all dividends paid prior to the completion of Company’s Initial Public Offering in July 1995. 
(2) numbers prior to the completion of the Company’s Initial Public Offering In July 1995 are not meaningful. 


(3) total capitalization is the sum of long-term debt (excluding current portion) and shareholders’ equity (deficit). 


$ 14.84 $ 12.61 $10.61 $ 9.17 $ 7.66 $ 4.65 


0.16:1 


$ 61.1 


$ 3.99 


0.22:1 


$ 


$ 


0.47:1 


§ = 


§ = 


0.70:1 


$ 


$ 434.2 $ 367.2 $303.5 $261.5 $174.9 $ 83.4 $ 71.7 $ 38.7 $ 202 $ 


$ 


(0.0) 


1.00:1 
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